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Feytech Holdings Bhd

Accelerating Growth

Valuation / Recommendation

We recommend SUBSCRIBING to Feytech Holdings, with a FV of RM0.95
based on 11x FY25F EPS, indicating a potential upside of 18.5% to the
IPO price. Our target PE of 11x is at a 30% premium to comparable peers’
average PE, which we believe is warranted given Feytech’s strong growth
prospects amid new client wins recently.

Investment Highlights

Strong growth trajectory. Feytech experienced impressive revenue
growth from FY20-FY23, reflecting a 3-year CAGR of 38.6%. This growth
was driven by the expansion into the manufacturing seat division,
particularly through seat production for Kia Malaysia in FY22 and Mazda
in FY23. Additionally, recent agreements with new clients (Peugeot and
Client 2) are expected to drive further growth, with anticipated substantial
increases in automotive seat production (>100%) over FY24-26F. We
believe these new partnerships will be more than enough to mitigate
potential near-term headwinds for the industry, in view of impending
implementation of fuel subsidy rationalisation by the government that
would likely result in slower car sales. Having said that, we believe Feytech
might not be badly affected, given that the car sales of its current clients
(Mazda, Kia and Peugeot) are mostly from premium segment of the
market, which tends to be more resilient in our view.

De-bottlenecking with plant expansion. Presently, Feytech operates
Kulim Plant 1 (KP1) with a floor area of 64k sq ft. The floor space is almost
fully used up, which represents a bottleneck in its seat manufacturing
process and has resulted in a low utilisation rate of 24% for its machinery.
Upon transitioning operations to KP3 and the completion of KP2 by 4Q25,
Feytech will have a much larger combined floor area of approximately
165k sq ft. As such, we anticipate this will help Feytech to achieve higher
machine utilisation rates of 44-64% in FY24-26 respectively.

Opportunity in AHTV. Feytech plans to establish a new manufacturing
facility within the AHTV (Automotive Hi-Tech Valley) region. This strategic
initiative aims to increase its production capacity and enhance its service
to local and other OEMs in the Tanjung Malim area, while optimising lead
times and delivery schedules compared to operations at the Kulim Plant.
With the completion of this facility, we believe Feytech is poised for
additional revenue growth opportunities beyond FY26.

Risk factors for Feytech include (1) Contracts termination; (2) Labour
shortages; and (3) Fluctuation of raw material prices.

FY Dec FY22 FY23 FY24F FY25F FY26F
Revenue (RM m) 126.9 211.2 259.4 307.1 312.0
EBITDA (RM m) 40.9 65.5 5.5 97.1 100.1
PAT (RM m) 27.6 43.9 56.3 72.7 75.0
PAT Margin (%) 21.7 20.8 21.7 23.7 24.1
EPS (sen) 3.9 6.3 6.7 8.6 8.9
EPS Growth (%) 44.9 59.0 6.5 29.1 3.2
BV Per Share (sen) 12.2 18.3 32.1 36.4 40.9
PE (x) 12.0 9.3 9.0
Net Gearing (%) Cash Cash Cash Cash Cash

ROE (%) 20.8 23.7 21.8
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Business Overview

Feytech is principally involved in the manufacturing of
automotive seats, automotive covers for automotive seats and
interior parts such as door ornaments, steering wheels, gear
knobs, handbrake handles and consoles.

Listing Details

Listing date 21 May 2024
New shares (m) 143.3
Offer for sale (m) 109.6
Funds raised (RM m) 114.7

Ordinary shares (m) 843.2
Market cap (RM m) 674.6
Free float 17.0
P/E (FY24F) 12.0

Top 3 Shareholders

Tan Sun Sun 35.0%
Go Yoong Chang 26.7%
Connie Go 8.3%

Utilisation of Proceeds RM m

Acquisition of land

Construction of new corporate office with new
manufacturing plant and warehouse

Construction of Kulim Plant 2
Purchase of new machineries
Working capital

Estimated listing expenses

10.4%

7.1%

18.9%

44.1% _|

\16.8%

|
2.7%

Source: Company, Mercury Securities
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Financial Highlights and Valuation

Surging revenue. Feytech has achieved an impressive 3-year CAGR of 38.6% for its revenue, rising
from RM79m in FY20 to RM211m in FY23. This growth was primarily driven by increased sales of
automotive covers to local OEMs as well as the expansion into automotive seat manufacturing for Kia
(started in 2022) and Mazda (started in 2023). Thanks to the expansion, revenue generated from seat
manufacturing quadrupled from RM19.5m in FY22, to RM81.1m in FY23.

We understand Feytech has also recently secured new contracts with two new clients (Peugeot and
Client 2), which should lead to even higher production volume for the seat manufacturing division going
forward. As such, we expect Feytech’s revenue to continue to scale higher in FY24-25F, with estimated
growth rates of 23% and 18% respectively.

AHTV opportunity. Feytech intends to establish an extra manufacturing facility with an estimated built-
up area of 250k sq ft in AHTV, with the aim of enhancing its service to local OEMs and other OEMs
situated in the area. Eight new factories are anticipated to complete construction within AHTV by mid-
2024, with a target of 40-50 vendors relocating to the region within the next four years. This presents
an opportunity for Feytech to attract new clients, benefiting from its proximity to these vendors, which
is advantageous compared to its operations in the Kulim plants.

Floor space expansion to de-bottleneck production. Feytech's current facility, KP1, with a floor
area of 64k sq ft, is almost fully utilised. This represents a bottleneck in its seat manufacturing process,
which has resulted in a low utilisation rate of 24% for its machinery. Upon transitioning operations to
KP3 and the completion of KP2 by 4QFY25, Feytech will have a much larger combined floor area of
approximately 165k sq ft. We expect this will help Feytech to achieve higher machine utilisation rates
of 44-64% in FY24-26 respectively.
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*Kia and Peugeot stopped reporting number of car sales in 2023

New clients win to outweigh slower car sales. We expect Feytech's net profit to increase by 28%-
29% to RM56-73m respectively in FY24-25F, bolstered by the acquisition of two new clients (Peugeot
and Client 2). We believe these new client acquisitions will be more than enough to offset any potential
softness in car sales in the near term, amid the impending implementation of fuel subsidy rationalisation
by the government.
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Figure 3 : Gross margins (%), by divisions Figure 4 : TIV and TPV of Malaysia, units
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Healthy margins. In the period spanning FY20 to FY23, the combined GP margin withessed an overall
increase from 36.6% to 38.3%. However, there were slight declines noted in FY22, which was mainly
due to the commencement of the lower-margin automotive seat manufacturing division (but carries
higher ASP). We expect the GP margin to remain stable at 39-41% in FY24-26F, benefiting from larger
economies of scale as Feytech revs up its seat production volume higher.

Strong balance sheet. Since FY20, Feytech has consistently held a net cash position. The group
plans to adopt a minimum dividend payout policy of 40%. Considering its strong balance sheet and
decent cashflow generation, we expect Feytech to distribute 50% of net profits as dividends over FY24-
26F.

RMO0.95 FV based on 11x FY25F EPS. Our target PE of 11x for Feytech is at about 30% premium to
comparable peers’ average PE (i.e. EP Manufacturing and APM), which we believe is warranted
considering the growth prospect for the group amid new client acquisitions (28%-30% earnings growth
in FY24-25F). We note that larger peer Pecca Group is trading at a relatively high historical PE of 23.4x,
possibly due to excitement over its recent foray into the Indonesia automotive market and also
expansion into aircraft cabin products.

Peer Comparison (as at 6 May 2024)

EPS Growth Net Dividend
(%) Yield (%)

RM m 2023 2024 2023 2024 2023 2024 2023 2024 2023 2024

Bloomberg Share Px

Mkt Cap P/E (X) ROE (%)

Selikbaly Ticker )

EP Manufacturing EPMB MK 0.71 I55%8 n.m. - 8.3 - 0.5 - 6.3 - - -
Pecca Group PECCA MK 1.38 1,037.5 35.1 - 234 - - - - - 2.4 -
APM Automotive Holdings APM MK 2.78 543.5 129.0 - 9.0 - 0.4 - 4.4 - 4.0 -
Simple Average 82.1 - 136 - 0.4 - 5.4 - 2.1 -

Source: Bloomberg
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Company Background

Automotive cover and seat manufacturer. Feytech specialises in the manufacturing and distribution
of automotive covers and seats. The group operates primarily from two manufacturing plants - the
Tampoi Plant serving as headquarters in Johor Bahru, and Kulim Plant 1 in Padang Serai, alongside
two sales and installation hubs located in Petaling Jaya and Singapore.

Manufacturing — Automotive cover (62% of FY23 sales). Feytech specialises in manufacturing
automotive covers targeted at the OEM market segment, catering to automotive vehicle OEMs like
Mazda Malaysia (for models such as Mazda 3, CX-5, CX-8, and CX-30) and Kia Malaysia (for models
like Kia Carnival and Sorento), along with Tier 1 automotive seat and interior part manufacturers. These
notable Tier 1 manufacturers include APM, Adient, and Delloyd. Additionally, the group produces
automotive covers for the PDI (Pre-Delivery Inspection) and REM (Replacement Equipment
Manufacturer) market segments, serving a diverse customer base including automotive distributors,
car owners, used car dealers, importers, automotive dealers, car accessory retailers, and automotive
cover installers.

Manufacturing — Automotive seats (38% of FY23 sales). Feytech, as a Tier 1 automotive seat and/or
interior part manufacturer, specialises in crafting automotive seats tailored for automotive vehicle
OEMs (i.e. Mazda and Kia). The group sold approximately 8,451 seat sets in FY23.

Service region. The revenue from Feytech's automotive cover division, serving the OEM and PDI
market segments, as well as sales from the group’s automotive seat division to the OEM market
segment, are exclusively derived from Malaysia. On the other hand, the group distributes automotive
covers to the REM market segment domestically in Malaysia, as well as internationally, reaching
markets such as Singapore, Australia, New Zealand, the United States, and the Netherlands.

Figure 5 : Business overview
Principal

inci - - Manufacturing of
activities(? Manufacturing of automotive covers t
fuct * Automotive seat covers Fully-assembled
» Interior part covers automotive seats

- Automotive cover
manufacturers

- Suppliers of
automotive seat
supplies (e.g. padding,
seatbelts, buckles,
electrical parts,
frames, side airbags)

Automotive cover material suppliers

Interior part suppliers

Suppliers of parts, accessories and other supplies (e.g.
zippers, plastic strips and hooks)

OEM PDI REM OEM

= Car owners

= Automotive + Used car dealers

vehicle OEMs = Automotive

; o + Importers
;:i;iqouue i ?:E’:r;?;ﬁ;r:ow « Automotive dealers Automotive vehicle
‘ - Car accesso
seat and/or retailers retailers o
interior part - Automotive cover
manufacturers installers
= Malaysia
. onical » Singapore
eographica Malaysi » Australia i
ysia Malaysia
markets + New Zealand
+ Others 3

Source: Company




MERCURY SECURITIES SDN BHD
I (A Participating Organisation of Bursa

Malaysia Securities Bhd.)

Figure 6: Key Management Team
Name and Designation Age Profile
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Appointed as CEO of Gosford Malaysia in 2019.

Co-founded Gosford Singapore in September 2007 with her late brother.
Oversees the group’s strategic planning and overall business operations.
17 years of relevant experience.

Oversees the group’s business development of OEM market segment.
Bachelor of Mechanical Engineering from Universiti Tenaga Nasional, Malaysia.

Oversees the Sales and Marketing department for the REM and PDI market segments in
Malaysia.

Diploma in Accounting from London Chamber of Commerce and Industry.

19 years of relevant experience.

Manages and oversees all project deliverables and the group’s Production, QA/QC and
Technical Development departments.

Bachelor’'s Degree in Mechanical Design and Manufacture from University of Plymouth,
United Kingdom.

19 years of relevant experience.

Oversees the group’s accounting and finance-related matters.
Bachelor’s Degree in Accounting from Multimedia University, Malaysia.
Affiliate of the Association of Chartered Certified Accountants.
Chartered Accountant of the Malaysian Institute of Accounts.

Continuing the business. Gosford Malaysia was founded in 2002 by the late Go Yoong Fei, who was
the husband of Tan Sun Sun and brother of Go Yoong Chang and Connie Go. In 2019, Connie Go
assumed the role of acting Chief Executive Officer, succeeding his late brother. She oversees the
group's strategic planning and its overall business operations. Assisting her in managing the group are
Go Yoong Chang, her brother, and Tan Sun Sun, her sister-in-law.

Figure 7: Group Structure Post Listing
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Future Plans & Business Strategies

Expansion of automotive seat manufacturing operations. Feytech is finalising the acquisition of
land in Padang Serai, Kulim, Kedah, where it intends to establish KP2. This land spans approximately
8.1 acres (353,400 sq ft) and is situated near KP1. KP2 will encompass a manufacturing facility,
warehouse, annex office building, and staff hostel to accommodate production and warehouse
personnel for the automotive seat division.

With an estimated total built-up area of 84,000 sq ft, KP2 will occupy 1.5 acres of the land. Upon
completion, the combined manufacturing and storage space for producing automotive seats will
increase from around 64,248 sq ft (currently at KP1) to approximately 119,248 sq ft (including KP1 and
KP2). Feytech is also in the midst of relocating to KP3 with a larger built-up area of approximately
125,895 sq ft to cater to the group’s current need for additional manufacturing and storage space for
the production of automotive seats.

Expansion of automotive covers division operations. Feytech’s existing PJ Hub has reached its
full capacity and lacks sufficient space for accommodating an increase in staff, storage requirements,
and areas for client meetings. To address this, the group plans to establish a new corporate office,
manufacturing plant, and warehouse in the Klang Valley (specifically Kuala Lumpur and Selangor).
This relocation will consolidate all operations currently housed at the PJ Hub into the new corporate
office, providing enhanced support to customers in the central region. Additionally, it will facilitate the
expansion of the group’s Sales and Marketing teams (for REM and PDI segments) and Business
Development teams (for OEM segment) in this key area, while also improving the convenience of
conducting meetings on-site compared to the group’s current headquarters at the Tampoi Plant in Johor
Bahru.

Key Risks

Dependent on contracts and agreements secured with automotive vehicle OEMs. Feytech relies
on automotive vehicle OEMs that have engaged the group for the provision of automotive covers (either
supplying directly to appointed Tier 1 automotive seat and/or interior part manufacturers or directly to
automotive vehicle OEMs) and automotive seats (directly to automotive vehicle OEMs). These OEMs
include Local OEM, Mazda Malaysia, and Kia Malaysia.

Dependent on foreign workers in operations. Feytech's workforce comprises 203 domestic
employees and 380 foreign employees. As such, the group is susceptible to shifts in the availability
and expenses associated with hiring foreign labour in Malaysia. Any changes in labour laws,
immigration policies, or visa limitations affecting foreign workers could disrupt the group’s business
operations.

Fluctuation of leather and synthetic leather prices. Feytech's primary cost in automotive cover
manufacturing lies in the materials used, with leather and synthetic leather being the predominant
types. In FY23, these materials accounted for 21% and 34% of the group’s overall purchases.

Exposure to foreign currency fluctuations. Feytech procures its supplies, including leather and
synthetic leather for automotive covers from suppliers in South America and China, and automotive
seat parts, accessories, and interior parts from Korea and Japan. Transactions for these materials are
predominantly conducted in Korean Won (KRW), US Dollar (USD), Japanese Yen (JPY), and Chinese
Yuan (RMB). Currently, the group does not have a formal hedging policy in place to address foreign
exchange exposure. Consequently, notable fluctuations in these exchange rates could impact the
financial performance of the group.

IPO Note
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IPO Details

Retail Offering

Eligible Persons
Malaysian Public (Bumiputera)
Malaysian Public (Non-Bumiputera)

Institutional Offering

Bumiputera investors approved by the
MITI

Other institutional and selected
investors

Total

Source: Company
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Disclaimer & Disclosure of Conflict of Interest

The information contained in this report is based on data obtained from data and sources believed to be reliable at the time of issue of this report. However,
the data and/or sources have not been independently verified and as such, no representation, express or implied, are made as to the accuracy, adequacy,
completeness or reliability of the information or opinions in this report.

» o« » oo

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” and
“expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking statements
are based on assumptions made and information currently available to Mercury Securities Sdn Bhd. (“Mercury Securities”) and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and
recipients of this report should not place undue reliance on any such forward-looking statements. Mercury Securities expressly disclaims any obligation to
update or revise any forward-looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to

reflect the occurrence of unanticipated events.

Accordingly, neither Mercury Securities nor any of its holding company, related companies, directors, employees, agents and/or associates nor person
connected to it accept any liability whatsoever for any direct, indirect, or consequential losses (including loss of profits) or damages that may arise from the
use or reliance on the information or opinions in this publication. Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Mercury Securities has no obligation to update its opinion or the information in this report.

This report does not have regard to the specific investment objectives, financial situation and particular needs of any specific person. Accordingly, investors
are advised to make their own independent evaluation of the information contained in this report and seek advice from, amongst others, tax, accounting,
financial planner, legal or other business professionals regarding the appropriateness of investing in any securities or the investment strategies discussed or
recommended in this report. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy
is suitable or appropriate to your individual circumstances or otherwise represents a personal recommendation to you. This report is not intended, and should
not under no circumstances be considered as an offer to sell or a solicitation of any offer or a solicitation or expression of views to influence any one to buy or
sell the securities referred to herein or any related financial instruments.

Mercury Securities and its holding company, related companies, directors, employees, agents, associates and/or person connected with it may, from time to
time, hold any positions in the securities and/or capital market products (including but not limited to shares, warrants and/or derivatives), trade or otherwise
effect transactions for its own account or the account of its customers or be materially interested in any securities mentioned herein or any securities related
thereto, and may further act as market maker or have assumed underwriting commitment or deal with such securities and provide advisory, investment, share
margin facility or other services for or do business with any companies or entities mentioned in this report. In reviewing the report, investors should be aware
that any or all of the foregoing among other things, may give rise to real or potential conflict of interests and should exercise their own judgement before
making any investment decisions.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain
confidential. All materials presented in this report, unless specifically indicated otherwise, are under copyright to Mercury Securities. This research report and
its contents may not be reproduced, stored in a retrieval system, redistributed, transmitted, or passed on, directly or indirectly, to any person or published in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Mercury Securities takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Mercury Securities own website material) are provided solely for your convenience. The
information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or
Mercury Securities’ website shall be at your own risk.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to the laws of the
jurisdiction in which you are located.

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part
of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.




MERCURY SECURITIES SDN BHD IPO Note
I (A Participating Organisation of Bursa

Malaysia Securities Bhd.)

Recommendation Rating

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, the recommendation
rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating as the analyst may not follow the stocks
adequately.

Mercury Securities has the following recommendation rating:

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including dividend yield)
HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months (including dividend yield)
SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including dividend yield)
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